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Case study of acquisitions of Japanese companies
by Chinese companies

Tetsuya Sato, Kazunobu Fukushima

Abstract

Cross-border M&A by Chinese companies has been rapidly increasing since the formation of the
Go Global policy in 2006, and their M&A activity targeting Japanese companies has also been
becoming active. This article, on the hypothesis that Chinese companies have a high affinity with
Japanese companies from the viewpoint of management culture, took up cases where Chinese
companies acquired a Japanese company and a Western company, and compared the average ROE
between the acquired Japanese and Western companies two years before and after the acquisitions. It
was hypothesized that if Chinese companies have a higher affinity with Japanese companies than
Western companies do, a smoother succession of management should be implemented and it should be
reflected on ROE, an index to measure how efficiently a company is managed. Besides, it can also be
forecast that a higher ROE leads to the motivation of Chinese companies to acquire Japanese
companies. However, changes in ROE of Renown and Pirelli before and after the acquisitions by
Chinese companies did not support this hypothesis.

In addition, this article revealed Chinese companies’ motivations behind their M&A, based on
actual cases of their acquisition of Japanese companies. In particular, the case study was conducted by
categorizing M&A into three types:1) M&A to secure management resources, 2) M&A to acquire
technologies, and 3) M&A to improve brand strengths. The results suggest that fundamental factors
underlying their motivations behind the investment in Japanese companies are “a high volume of
customers,” brand strengths, and advanced technologies in the Japanese market. Among others, the
acquisition of brand strengths of Japanese companies can be understood as one of the factors.

Meanwhile, for other counties’ companies, high business costs such as unique cultures of Japanese
companies have been one of the reasons that set a hurdle high for them to make direct investment in
Japan. The results also indicate that for Chinese companies, which have played a role as production
bases for Japanese companies, such costs are not as high as other counties and that it also constitutes

one of the factors that have driven Chinese companies to increase M&A in Japan.
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